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CHAPTER I 


Pay Television in Historical Perspective 


The development of this country has been shaped 
Significantly by the nation's vast geographical extent and 
by its linguistic duality and cultural diversity. Equally 
important has been the geographical proximity and cultural 
dynamism of the United States. 


Since Confederation, numerous studies and reports 
have underlined the implications and importance to 
Canada of the United States' presence. In the specific 
area of broadcasting and the arts these reports have 
concluded that Canadians must remain fundamentally pre- 
occupied with ensuring that broadcasting services 
available to Canadians be predominantly Canadian in 
content and character. 


As early as in 1928 the Canadian Government 
appointed a Commission, known as the Aird Commission, 
which examined the state of radio broadcasting in Canada. 
The Commission report noted that radio "could become a great 
force in fostering a national consciousness and unity" but 
owing to the fact that a large and increasing proportion of 
programming made available to Canadians originated outside 
of Canada, "the minds, ideals and opinions of Canadians, 
particularly the young, are shaped into molds not speci- 
fically Canadian." 


Prime Minister Bennett, speaking to the Bill that 
created the Canadian Radio Broadcasting Commission in 1932, 
expressed the Government's concern that without adequate 
control of radio broadcasting, national unity would suffer. 
Specifically the Prime Minister stated: 


This country must be assured of complete 
control of broadcasting from Canadian 
sources, free from foreign interference 
or influence. Without such control radio 
broadcasting can never become a great 
agency for the communication of matters 
of national concern and for the diffusion 
of national thought and ideals, and without 
such control it can never be the agency 
by which national consciousness may be 
fostered and sustained and national unity 
still further strengthened. 


Nearly two decades later the Massey Royal Commission 
waS appointed to examine, in a comprehensive manner, 
Canadian cultural and scientific problems including problems 
in the field of broadcasting. The Commission's conclusions 


indicated that "the American invasion by film, radio and 
periodicals is formidable" and pointed out that many of the 
radio programs presented to Canadians for consumption "have in 
fact no particular application to Canada or to Canadian 
conditions". It concluded by warning that "a vast and 
disproportionate amount of material coming from a single alien 
source may stifle rather than stimulate our own creative 
enorme. 


In 1957 the precarious development of Canadian broad- 
casting was underlined in the report of the Fowler Commission. 
The report warned that "if a separate Canadian consciousness 
and a sense of identity is a desirable national objective the 
massive importation and dissemination of an alien American 
cultural perspective via the media of broadcasting is a highly 
undesirable development". The second Fowler Commission inquiry, 
reporting in 1965, not only found no improvement in the situa- 
tion but expressed heightened concern over the growing exposure 
of American programs in Canada, most notably in television. 


The introduction and proliferation of cable television 
from the mid 1960's through to the present accentuated the 
problem of maintaining a significant Canadian presence in the 
Canadian broadcasting system. The advent of cable television 
Signaled a further decline in the proportion of Canadian 
programming viewed by Canadians and attempts to move funds for 
programming purposes from cable television to program producers 
have not been successful. 


After half a century of effort statistics reveal the 
extent to which United States programming dominates Canadian 
broadcasting: 


80% of the total television programming 
avallable via cable in Vancouver is 
non-Canadian. 


In Calgary less than 23% of the total 
television programming available via 
cable is Canadian and between 8:00 p.m. 
and’ 11:00, p.m. ‘the; proportion: iis: even 
smaller, as low as 12%. 


In the peak viewing hours (8:00 p.m. to 
10:30 p.m.) during an average week in the 
1976-77 season, on four private Canadian 
stations (Toronto/Hamilton) only 27% of the 
weekly program schedule was Canadian. 


For all Canadian stations; sinwthe taliecr 
1976, of the total time spent watching 
television between the hours of 6 p.m. and 
12 p.m. only 24% was spent watching Canadian 
programming. 
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The problem of a lack of a significant Canadian 
presence in the Canadian broadcasting system is not unique. 
In Canadian motion picture theatres, for example, some 95% 
of all films shown are foreign, while approximately 753% of 
the film material used in Canadian schools is also non- 
Canadian. 


The Broadcasting Act of 1968 eloquently describes 
the policy objectives that the Canadian people, through 
Parliament, have endorsed to strengthen and preserve 
Canadian programming. 


The Commission has been established to regulate and 
Supervise the Canadian system and to implement such policy 
objectives as: 


3(a) broadcasting undertakings in Canada 
make use of radio frequencies that are public 
property and such undertakings constitute 

a Single system, herein referred to as the 
Canadian broadcasting system, comprising 
public and private elements; 


(b) the Canadian broadcasting system should 
be effectively owned and controlled by 
Canadians so as to safeguard, enrich and 
strengthen the cultural, political, social 
and economic fabric of Canada; 


(d) the programming provided by the 
Canadian Broadcasting system should be 
varied and comprehensive and should provide 
reasonable, balanced opportunity for the 
expression of differing views on matters 

of public concern, and the programming 
provided by each broadcaster should be 

of high standard, using predominantly 
Canadian creative and other resources; 


(e) all Canadians are entitled to broad- 
casting services in English and French as 
public funds become available. 


(f£) there should be provided, through a 
corporation established by Parliament for 
the purpose, a national broadcasting service 
that is predominantly Canadian in content 
and character; 
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(h) where any conflict arises between the 
objectives of the national broadcasting 
service and the interest of the private 
element of the Canadian broadcasting system, 
it shall be resolved in the public interest 
but paramount consideration shall be given 

to the objectives of the national broadcasting 
service. 


In applying these policy objectives to operational 
priorities, the Commission has been guided by the following 
principles which are described in the Commission's 1971 
position paper on cable policy. 


"The mandate of the Commission requires it to supervise 
the publicly-owned radio frequencies so that the Canadian 
broadcasting system is not disrupted as a result of purely 
technological and marketing pressures which take no 
account. of the social, cultural, economic, and political 
objectives of the country." 


"Canadian broadcasting should above all strive for 
excellence and high standards of quality in information, 
entertainment, and enlightenment. It should provide the 
widest possible choice....One of the objectives of Cana- 
dian broadcasting should be to encourage more diversity, 
more choice, more variety of subject matter, of opinions, 
of ideas -- rather than to reduce choice and diversity. 
The aim stated in the Broadcasting Act namely to "Safe- 
guard, enrich, and strengthen the cultural, political, 
social and economic fabric of Canada" is a positive one 
which, if fulfilled, would add to the spectrum of views 
and creativity offered to Canadians, not subtract from 
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"The Canadian system should be open to world currents and 
offer to Canadians the challenge of ideas and cultural 
achievements from other countries. Services in English 
and French should be made available as rapidly as possible 
to all Canadians. The Commission has never said and will 
never say that programs from other countries and from the 
United States in particular should be kept out of Canada. 
For one thing, this would be impossible. It is also 
undesirable." 


The Commission has emphasized the need for a positive 
development of the Canadian program production industry as an 
effective step toward the creation of a strong Canadian 
presence in the Canadian broadcasting environment. The Commi- 
ssion's statement of the problem and its suggested course of 
action is summarized in the 1971 policy document: 


"The Canadian broadcasting system does not have the 
necessary resources to be expected to develop and 


Support a production industry on its own. Existing 
sources of revenue, which come chiefly from advertising, 
are not sufficient to provide the entire support of the 
total system as it is presently constituted and never 
have been Since itS inception. Furthermore, broad- 
casting should not be called upon to be the sole 
contributor to this development. This is a problem that 
affects, and should be of paramount concern to all 
Canadians; it is truly a Canadian problem." 


rita worcal solutron isto be: formulated, “re must 
recognize that all sectors of government and industry 
must be co-ordinated so as to establish a meaningful 
Canadian program production industry ... Canada must 
quickly develop a program production industry reflecting 
both purely Canadian and international cultures. Other- 
wise, we will simply have a technically sophisticated 
distribution system for imported programs. 


"It is imperative that governments, provincial and 
federal, establish at all levels fiscal and economic 
policies providing an environment oriented toward the 
most rapid and effective use and growth of Canadian 
creative resources. The participation and contribution 
of industry is essential in the development of talent 
and other resources needed for program production and 
can best be ensured through the provision of worthwhile 
incentives." 


It is in the context of these historical pre- 
occupations, continuing problems and broadcasting policies 
that the issue of pay-television must be considered. 


CHAPTER II 


The History of Pay-Television 


Although pay-television is considered to be a recent 
development in fact it pre-dates commercial television. In 
1937, Scophony Limited, predecessor of Skiatron Electronics 
and Television Corporation, was issued pay-television 
patents for a large screen system which was first 
demonstrated in Great Britain and then in New York the 
following year. 


The first broadcast pay-television experiments in 
the United States were authorized by the Federal Communi- 
cations Commission (FCC) in the early 1950s. These experi- 
ments were conducted in New York City and Los Angeles and 
were of two or three months duration involving a limited 
number of subscribers. In 1952, Zenith Corporation 
petitioned the FCC to approve a nationwide subscription 
pay-television operation in Hartford, Connecticut which was 
finally approved in 1962. 


In Canada pay-television was first provided on an 
experimental basis in 1960 in the Toronto suburb of 
Etobicoke. International Telemeter, with Paramount's Famous 
Players Limited acting as program supplier, provided the 
cable system with color transmission, of a selection of 
movies, sporting events, and specials, with a "coin in the 
meter" billing system. At its peak, the system had 
approximately 5,800 subscribers but toward the end of the 
five-year test period the number of subscribers dropped to 
approximately 2,500. Expected revenues were seldom reached 
and the system was never profitable. The experiment was 
terminated in 1965. 


Hotel pay-television was introduced in the United 
States in 1971 by Trans World Communications (TWC) and 
Computer Television's Computer Cinema. In Canada, hotel 
pay-television was begun in Toronto in 1972 by TWC. Rogers 
Telecommunications Limited acquired TWC in 1975 and is 
presently supplying 11,000 rooms in 20 Toronto hotels with 8 
to 10 movies per month at a charge of $4.50 per program. In 
Vancouver, a SubSiduary of Premier Cablevision Limited has 
been operating a hotel pay-television system since March 
OE Gr 


Closed circuit pay-television, a form of pay- 
television in which the receiving and originating equipment 
are directly linked by cable, microwave or telephone lines, 
began operation in 1974 in a Toronto condominium. “It offers 
10 second-run films per month at a cost of approximately 
93.50 per (£1 1m. 


In September 1975 a Time-Life subsidiary, Home Box 
Office, established a pay-television network in the United 
States utilizing domestic satellites for program delivery. 
This made possible the delivery of live programming, thus 
increaSing in some measure pay-television's marketability. 


As of June 30th, 1977, pay-television enterprises 
in the United States had offered service in areas with 
11,085,800 dwelling units -- about 15% of all U.S. homes -- 
and had an estimated 1,239,738 subscribers (11.33% of 
potential) paying an estimated $9,875,312 per month, or an 
average monthly rate of $7.96. 


Chapter III 
The CRTC and Pay-Television 


The first pay-television proposal submitted to the 
Commission was presented by D. Rae Sutherland in July 1970. 
The proposal involved the use of a scrambled signal via 
over-the-air transmitters to the cities of Edmonton, Regina 
and Saskatoon. 


The Commission concluded that the proposal, which 
involved the use simultaneously of Several broadcast 
frequencies carrying scrambled U.S. television signals, did 
not conform to Broadcasting Act objectives. 


The first application to start an in-home, cable, 
pay-television service was received by the Commission in 1972 
from Rogers Cable TV Ltd. of Toronto. The company proposed a 
combination of movies and special interest channels available 
at an extra charge per channel on mid-band. Three movie 
channels were to provide feature films, minority appeal art 
films, "art" and cultural movies, and ethnic and foreign- 
language movies. Two special interest channels, one for 
doctors and another for lawyers and accountants, were to 
provide continuous programming of interest to these 
professional groups. The Commission deferred consideration 
of this application because no general policy had yet been 
developed. 


The Commission issued its first public announcement 
on pay-television in October 1972. The announcement 
indicated that, while pay-television developments were in an 
experimental stage, it was possible that such a service could 
play a significant role in the development of the Canadian 
broadcasting system at some future time. The Commission 
invited interested parties to participate in determining "the 
best method for a thorough examination of pay-television 
services as an integral part of the Canadian broadcasting 
system". Experimental proposals by individual licensees were 
to be included in this examination in order to assist in 
determining whether pay-television could "contribute to the 
achievement of established broadcasting policies". The 
Commission emphasized that if pay-television were to be 
permitted to develop in Canada, it must be developed through 
"legitimate licensees in the spirit of the Broadcasting Act". 


Several pay-television proposals from cable opera- 
tors and independent organizations anxious to introduce 
pay-television into large urban areas such as Toronto and 
Vancouver were received in response to this announcement. 
After a review, the Commission concluded that no submission 
Significantly contributed toward the furtherance of the 
Broadcasting Act objectives. 


In December 1973, as a result of several applications 
by cable licensees to run feature movies on their community 
channels, the Commission issued a public announcement denying 
such carriage on the grounds that this activity raised many 
of the same issues as pay-television. 


In February 1975, the Commission issued a position 

_ paper on pay-television. This paper described the possibi- 
lities and problems foreseen by the Commission and provided a 
tentative indication of measures that might be introduced to 
assure that pay-television would contribute to broadcasting 
objectives. The Commission stated that unless proposals 
could be developed which would further the objectives of the 
Broadcasting Act, the impact of pay-television on the Cana- 
dian broadcasting system, could be highly detrimental. 


At the June 1975 public hearing forty briefs on 
pay-television were considered. Six were from broadcasters 
who suggested that the introduction of pay-television was 
premature and that it would have a harmful effect on broad- 
casting. Fourteen briefs were received from cable operators 
who were favourable to the immediate introduction of pay- 
television. Seven briefs were received from the program 
production industry which concluded that if pay-television 
was to be introduced at all, it should be introduced so as to 
provide the maximum financial benefits to producers and 
increased exhibition opportunities. Thirteen briefs were 
submitted by other groups, such as the Consumers Association 
of Canada and the Canadian Broadcasting League, illustrating 
that little public enthusiasm was evident for the intro- 
duction of a Canadian pay-television service. 


In its resultant policy statement issued in December 
1975, the Commission indicated that the Canadian broadcasting 
system was currently in the process of adjusting to new 
policies and developments and that the broadcasting system 
should be allowed to adapt and absorb these adjustments 
without the potential disruption caused by the introduction 
of pay-television service into Canada at that time. 


The Commission, however, indicated that it was 
prepared to consider on a case by case basis, the intro- 
duction of pay-television service (such as hotel pay- 
television) by licensed cable operators in situations in 
which such service would clearly present no threat to the 
free over-the-air broadcasting system. The Commission 
encouraged interested parties to continue to develop ideas on 
the subject of pay-television which would be consonant with 
the objectives set out for the Canadian broadcasting system 
in the Broadcasting Act. 
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CHAPTER IV 


Prelude to the Second Public Hearing on Pay-Television: 
June 1977. 


By early 1976 the Canadian cable television industry 
renewed demands for the introduction of pay-television. There 
were two main reasons for this renewed interest: first, the 
apparent success of pay-televison in the United States raised 
expectations of profitable pay-television systems in Canada, 
and; secondly, the possibility of the emergence of competi- 
tive, unlicensed, closed circuit pay-television in cable 
franchise areas concerned cable operators. In addition, the 
cable television industry faced with decreaSing growth rates 
due to already high penetration levels, and with unused 
capacity on existing systems, saw pay-television as a new 
avenue for the introduction of additional revenue-producing 
services. 


On June 2nd, 1976 the Minister of Communications and 
the Chairman of the CRTC issued statements inviting a 
re-consideration of a Canadian pay-television service. The 
statements, at the same time, contained indications of valid 
concerns and specific expectations. 


The Honourable Jeanne Sauvé, Minister of Communi- 
cations stated in part: 


"I. am firmly convinced, that. the, introduction jf ais 
new service (pay-televison) will be a watershed in 
the development of broadcasting, with major 
structural implications for the entire system." 


"We must enSure that it brings maximum benefit ona 
national plane to all groups interested in broad- 
casting private and public broadcasters, cable 
operators, program producers." 


"In considering the introduction of any new service, 
we must examine its potential advantages and dis- 
advantages. For example, could not pay-television 
make a contribution to solving the most crucial 
problem in Canadian broadcasting, that is, the under- 
developed state of the Canadian program production 
industry?" 


"Pay-television could help create wider viewing 
opportunities for Canadian programs especially 
feature films...a major task ahead will be to devise 
a structure that will maximize pay-television's 
potential benefits for our broadcasting system and 
for viewer choice." 
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"First: It must provide a range of programming which 
does not duplicate that now offered by broadcasters 
and must do so without siphoning programs from the 
broadcasting system. The continued federal regula- 
tion of the broadcasting system, including the 
regulation of pay-television, is a crucial factor in 
the coherent and orderly provision of program 
services to the entire Canadian viewing public." 


"Second: It must ensure the production of high- 
quality Canadian programs that Canadians will watch." 


"Third: It must ensure that programs are produced in 


Canada for international sale." 


"Whatever the system of delivery to the home, two 
crucial questions remain -- what are you going to 
deliver, and who will put it together?" 


"The government must also consider whether the (pay- 
television) network should be a private corporation 
with extensive monopoly powers, a public corporation, 
or a mixed corporation involving both private and 
public “participation. " 


"The introduction of pay-television represents a 
fundamental structural change to the Canadian broad- 
casting system." 


Reflecting and amplifying the Minister's concerns and 


expectations, Harry J. Boyle, Chairman of the CRTC stated in 


PpaGe: 


"We have been guided by one fundamental. The mandate 
of the Broadcasting Act of 1968 directs us to protect 
and strengthen the national broadcasting system of 
Canada." 


"Will pay-television in Canada be another conduit for 
siphoning off more of our resources for foreign 
production industries or will it include reasonable 
incentives for Canadian production?" 


"It has been apparent that this one major problem 
transcends the normal administration of the Broad- 
casting Act of 1968 because the structure of the 
program service to pay-television will have an effect 
not only on cable operators and off-air broadcasters 
but on the whole range of creative program production 
resources of Canada." 
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"TI urge you not to under estimate the Minister's 
remarks and simply conclude that the introduction of 
pay-television is considered as a mere broadening of 
entertainment choice for subcribers." 


"The Minister's statement has a national significance 
well beyond pay-television. It should be considered, 
as the Minister has enunciated before, as the begin- 
Canada. The Minister has also undertaken to share 
with her Cabinet colleagues the national concerns 
regarding safeguards as to how a structure can be 
found to accommodate a full range of Canada's 
cultural and creative production resources." 


"To allow an opportunity to slip by to convert tech- 
nical systems to a national purpose with a conscious 
and dedicated restructuring of the national broad- 
casting and cultural system, would be inexcusable." 


"It 1S my understanding that the Minister and her 
Cabinet colleagues wish to consider fully the 
national implications of the pay-television program 
organization on not only broadcasting but also on 
related cultural and creative organizations in 
Canada." 


On June 30th, 1976 the Commission formally called for 
submissions on the form and function of an organization, 
institution, or agency to assemble, produce, and acquire pay- 
television programming for distribution to licensed broadcast 
undertakings. The Commission received 105 submissions. 


An analysis of these submissions indicated that few 
had responded to certain fundamental questions dealing with 
the form and function of the proposed pay-television 
controlling structure. Accordingly the Commission requested 
an updating of submissions and called a public hearing for 
June 13th, 1977 at which time the revised submissions were to 
be considered. 


A total of 181 submissions were received by the 
Commission. Twenty-six major representative organizations 
and individuals appeared before the Commission. 


See 


CHAPTER V 
An Analytical Description of the Submissions 


The 105 submissions received by the Commission as a 
result of the June 30th, 1976 call were supplemented by 35 
new submissions and 41 updated submissions. The total number 
‘of submissions received on pay-television for the June 13th, 
1977 hearing was 181. The updating documents were combined 
with their original representations to form 140 submissions. 
The following description and analysis is based on the 
information contained in those submissions. 


The Commission received 140 submissions from groups 
and individuals whose interests and background were signifi- 
cantly diverse. Table I indicates the source of submissions. 


TABLE I 
* SOURCE OF SUBMISSIONS 
Number of Percentage of 
Submissions Submissions 
Individual 37 27 
Cable Vi 5 
Broadcasting 21 15 
Production 16 ak 
Industry Carrier 3 2 
Combined 4 B) 
Groups Public is 9 
Commercial 27 19 
Government 3 2 
Other 9 7 
TOTAL 140 100% 


* Note: For a list of those representatives that appeared at 
the hearing by category of source, see Appendix A 
attached hereto. 
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The most strongly represented group was the indus- 
tries which could be expected to have a direct involvement in 
any possible pay-television enterprise. Fully 51 or 36% of 
submissions were received from these industries. These sub- 
missions were notable for the comparative thoroughness of 
their investigation and the detailed nature of their 
proposals. The industries represented in this group included 
the cable, broadcasting, program production, and carrier 
industries. A small number of submissions (4) presented the 
views of a combination of these industries. 


Groups, other than the above, also prepared a large 
number of submissions. Commercial groups, for example, 
accounted for 19%, public interest groups for 9%, governments 
for 2% and the remaining various groups 7%. The total number 
of submissions from groups other than industries that may 
be involved directly’in a pay-television operation number 52 
or 37% of all submissions. While the general quality and 
detail of these submissions varied, there were a number of 
exceptionally thorough, and well balanced studies which 
explored pay-television issues to the extent that present 
information and organizational resources would permit. 


In addition to industries and organized groups, the 
Commission also received a significant number of briefs (37) 
from individuals. These accounted for 27% of all submis- 
Sions. Many of these individual submissions were general in 
nature and comparatively short in length. Nevertheless, 
their content is of importance as an expression of the 
individual concerned citizen. 


On the whole the industrial and commercial submis- 
sions accounted for 78 of the 140 submissions or 55% of the 
total while individuals, public groups, governments and other 
non-commercial groups accounted for 62 submissions, or 45% of 
the total: 
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Support for or Opposition to Pay-Television 


A high proportion of the submissions (30%) did not 
express either support for or opposition to the introduction 
of pay-television. (TABLE 2). However, of those that did 
express an opinion, a majority indicated opposition. At 
least one submission indicated that it would support the 
introduction of pay-television only in English-speaking 
Canada, because of the possible economic problems in its 
introduction in French-speaking Canada. The high proportion 
of briefs which did not express a view on pay-television may 
indicate that the issues surrounding pay-television were 
found so complex that a definite assessment on the possible 
consequences, whether positive or negative, was not attempted. 


TABLE 2 


SUPPORT FOR OR OPPOSITION . TO: -PAY-TELEVISION 


Number of Percentage of 
Submissions Submissions 
Support for pay-television 48* 34 
Opposition to pay-television 50 36 
No opinion 
42 30 
TOTAL 140 100% 


* This includes the one submission which supported pay- 
television's introduction in English-speaking Canada 
Onley, . 
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An overview of all submissions, whether expressing 
support for or opposition to or no comment on the possibility 
of pay-television's introduction at the present time, reveals 
some interesting patterns. Perhaps the most revealing 
indication about the individual submissions is the fact that 
support, opposition and no comment are approximately evenly 
divided (TABLE 3). A plurality (38%) made no comment while 
support was indicated by 32% and opposition by 30%. 


TABLE 3 
SUPPORT FOR OR OPPOSITION TO PAY-TELEVISION 


BY SOURCE OF SUBMISSION 


No Opinion 


Source Support Opposition Expressed TOTAL 
on Issue 
No. % No. % No. % No. % 
Individual 12 Biz DL 30 14 38 3] ae OO 
Industry 
Cable 6 86 0 0 1 14 7) 00 
Broadcasting 4 19 12 57 5 24 2) eel OO 
Production 11 69 4 25 Ai 6 161500 
Carriers Seer OO 0 0 0 0 3 cet OO 
Combined Hh 25 2. 50 1 25 4° £00 
Groups 
Public Zz 15 8 62 3 23 1PSeeeetO 0 
Commercial 8 30 8 30 Tek 40 Zi 2200 
Government 0 0 1 33 2 67 Sire OO 
Other 0 0 4 44 5 56 9 100 
TOTAT 47 50 43 140 >" .1L00 
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Industry was divided on the question of the intro- 
duction of pay-television. All (100%) of the carriers and 
nearly all (86%) of the cable submissions as well as a 
majority (69%) of producers supported the introduction of 
pay-television. Opposition to pay-television's introduction 
in industry was centered in broadcasting with 57% opposed. 


Commercial groups were evenly divided in favoring 
(30%) and opposing (30%) pay-television's introduction with a 
plurality (40%) not taking a specific position on this 
question. 


Public interest groups clearly opposed the intro- 
duction of pay-television (62%) although some (15%) did 
express conditional support. A number of public interest 
groups (23%) while expressing various opinions, did not 
comment on their support for or opposition to pay-television. 


The above statistical description is an accurate 
portrait of the distribution of opinion found in the 
submissions, such a description however only provides the 
broadest outline of response to this principal question. 
Moreover, while the use of percentages is desirable within 
each category, the reader should be aware of the actual 
numbers to which the percentages relate in order to 
accurately interpret the distribution of opinion in the 
submissions. 


Organizational Structure for the Pay-television Agency 


A majority (63%) of submissions did not express any 
preference for an organizational structure for a pay- 
television agency (Table 4). The remaining 37% that did 
express a preference, generally indicated a preference, 
consistent with their dominant interests. 


Of those expressing a preference (52) on organiza- 
tional structure the largest plurality (29%) indicated a 
preference for mixed ownership and control involving broad- 
casting, cable, independent producers and government 
interests. The next most frequently preferred proposal was a 
public corporation (25%), while cable (13%) and broadcasting 
(12%) interests indicated that their industries should 
control the agency structure. None suggested that control 
should lie with independent producers. 


The cable television industry overwhelmingly favoured 
cable industry control although some did indicate that a 
pubMiclor aimixed control structure™would¥pe acceptable. The 
broadcasting industry was significantly divided over the 
issue. Half of those expressing a preference favoured broad- 
casting industry control, while most of the remainder wished 
to have a form of mixed control structure. 
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Programming Emphasis 


The submissions clearly indicated that feature 
length movies were expected to dominate programming on 
pay-television. Fully 51% of submissions which addressed 
themselves to this issue indicated movies would predominate 
(TABLE 5). A substantial number (13%) indicated that sports 
programming would be predominant, while more than 26% 
indicated that some other type of programming including 
tad cultural and educational productions, would be 
shown. 


TABLE 5 


PROGRAMMING EMPHASIS 


No. % 
Movies 3f 51 
Sports 9 13 
Other 26 36 
Total 72 100 


Canadian Content Requirement 


A substantial majority (75%) of those who expressed 
an opinion on Canadian content requirements indicated that 
such requirements would be desirable while a minority (25%) 
opposed their introduction. (Table 6). 


Producers and public interest groups were particu- 
larly concerned that Canadian content requirements be imposed 
on pay-television, while the cable industry argued that Cana- 
dian content requirements were neither needed nor desirable. 


TABLE 6 


CANADIAN CONTENT QUOTA REQUIREMENTS 


No. % 
YES 26 eS 
NO 9 25 


TOTAL 35 100 
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Requirement for Local/Regional Input 


While the majority of submissions did not address 
themselves to the question of the need to provide local or 
regional input into pay television programming, of those 
that did, an overwhelming majority indicated support for this 
programming development (TABLE 7). 


TABLE 7 


REQUIREMENT FOR LOCAL/REGIONAL INPUT 


Number Percentage 
Yes 1) 25 
No M1 3 
Total 20 100 


Commercial groups followed by public groups and 
individuals most frequently expressed the need for such a 
capacity in pay television programming. 


Availability to the Public 


Nearly three-quarters (72%) of the submissions which 
dealt with the availability of pay television indicated that 
it should be made available throughout Canada (TABLE 8). 
However, a substantial number (25) indicated that it would be 
essential to make it available in areas where cable television 
had been introduced. The cable television industry emphasized 
the appropriateness of cable delivery for pay television pro- 
gramming while other private interests and broadcasters 
suggested that universal availability would be essential. 


PY 


TABLE 8 


AVAILABILITY TO THE PUBLIC 


Availability Number Percentage 
Nation-wide 25 Le. 
Cable Areas 8 25 
Major Markets 0 0 
Other Af 3 
TOTAL 32 100 


Only ten submissions out of 140 extensively discussed 
the expected penetration level which pay television might 
achieve either at the present or in the near future. Only 
nine submissions presented actual estimates of expected 
penetration levels. These range in the area of 15%-25% of 
Canadian households depending on certain assumptions about 
programming, Signal delivery, exhibition methods and payment 
system for the service. 


Distribution System 


With respect to the distribution system for pay 
television programming 17 submissions suggested specific 
methods of delivery. Four submissions suggested delivery by 
Satellite, 4 suggested "bicycling", while 9 suggested a 
combined system of delivery including satellite, bicycling 
and microwave. 


Local Delivery 


There were 42 submissions which proposed systems for 
local delivery of pay-television programming. A majority of 
these (23) proposed cable; 4 proposed off-air delivery, while 
15 indicated a mixed approach of the above two would be 
desirable. 


The cable television industry overwhelmingly proposed 
cable as the most appropriate system of delivery while broad- 
casters suggested broadcasting over the air. The latter, 
however, most often proposed a mixed system as did individuals 
and groups of various kinds. 
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Revenue Statements 


Only 6 submissions provided estimates regarding 
expected gross revenue from pay television. A slightly larger 
number (8) provided estimates of probable revenue from 
Canadian production. A considerable number (17) however 
included a suggested percentage of revenues which would be 
appropriate to set aside for Canadian production purposes. 


Method of Exhibition 


Thirty seven submissions presented proposals regarding 
the method of exhibition for pay television. Five proposed a 
"universal" system; 10 proposed a "Subscription" system; and 
22 proposed a "pay-per-program" system. 


Producers expressing a preference (6) largely favoured 
a pay-per-program structure (3) followed by subscription (2) 
while the universal system was not favoured by producers with 
only one indicating this preference. 


Broadcasters expressing a preference (7) largely pre- 
ferred the pay-per-program system (4) however at least two 
broadcasters suggested the universal system. 


The expressed cable industry preference (3) was sub- 
SCrLption (2) .orsuniversal (iy. 


Impact of Pay Television on Broadcasting System Generally 


Fifty four submissions (39%) commented on the impact 
which pay television was expected to have on the broadcasting 
system (TABLE 9). Of these a majority of 61% stated that pay 
television's impact would be negative. Only 17% expected the 
effect to be positive, while 22% stated that the effect would 
be neutral. 
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TABLE 9 


IMPACT OF PAY TELEVISION ON BROADCASTING 
SYSTEM GENERALLY - BY SOURCE 


Source | Impact on Broadcasting System 
No 
Positive Negative Neutral Comment TOTAL 
Individual Zs l 3 31 37 
Industry 
Cable 2 af 2 2 7 
Broadcasters’) l1 14 0 6 21 
Producers 2 2 5 Z 16 
Carriers 0 0 0 3 3 
Combined 1 uf 0 2 4 
Groups 
Public 0 Z 1 10 13 
Commercial | ak 6 a 19 2a, 
Government 0 1 0 2 3 
Other 0 5 0 4 9 
TOTAL 9 30 eZ 86 140 
% of TOTAL 6 24 9 61 100 
% Of fPos.., Néeg., 
Neutral (n - 54) 17 61 22 
% of Pos., Neg. 
(n - 42) 21 79 


If we consider only those that expressed a strong posi- 
tive or negative opinion on this question, the former accounted 
for 21% of opinion while the latter accounted for 793%. 


There were comparatively few (9) submissions which con- 
sidered that pay-television would result in positive benefits 
for the broadcasting system. The cable industry suggested this 
most frequently. The broadcasting industry, however, was quite 
unequivocal about stating that pay-television would have a 
negative effect on broadcasting. This was also the view of the 
majority of commercial groups expressing an opinion. 


The preponderant opinion (5) of the production industry 
was that it would not have much of an effect either way. Those 
who expressed their opinion in unequivocal terms (4) were evenly 
divided between those who considered it would have a positive 
effect (2) and those who considered it would have a negative 
effect (2). 


=o 


Impact on Non-Broadcasting Media 


At least 39 submissions considered the impact which 
pay television was expected to have on the non-broadcasting 
entertainment media including movie theatres (TABLE 10). Of 
these 44% expected the impact to be positive, 44% expected the 
impact to be negative, while 12 % expected that pay-tele- 
vision's effects would be neutral. 


Producers particularly expressed the view that pay 
television would have a highly positive effect on the 
non-broadcasting entertainment media. Broadcasters were 
divided on the issue, but a majority of those who commented 
indicated negative results could be expected. 


Commercial groups, including movie theatre owners and 


operators, however, clearly indicated that they expected that 
negative results should be anticipated. 


TABLE 10 


IMPACT ON OTHER NON-BROADCAST ENTERTAINMENT 
MEDIA - BY SOURCE 


Source Impact 
No 
Positive Negative Neutral Comment TOTAL 

Individual 2 1 1 a3 37 
Industry 

Cable dk 0 0 6 ti 

Broadcasters Z 3 0 16 2) 

Producers 9 2 if 4 16 

Carriers 0 0 0 3 3 

Combined ip 0 0 3 4 
Groups 

Public ut 0 0 1 ss} 

Commercial 1 8 2 16 OM 

Government 0 0 0 3) 3 

Other 0 3 } 5 9 
TOTAL 17 EY. 5 LOn 140 
4-O£ TOTAL S(n =—SL4O0) "312 TZ 4 De 100 


%$ of COMMENT 
(ne= ‘399 44 44 12 
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Fragmentation 


The possible effect of pay-television on audience 
fragmentation was commented upon in 36 submissions (TABLE 11). 
Seventy percent of these indicated that pay-television would 
create a major problem of audience fragmentation. Seventeen 
percent considered that fragmentation would be at least a 
minor problem. Only 13% stated that it would not be a problem 
atera tl’: 


Broadcasting and commercial interests as well as 
"other" groups, overwhelmingly indicated that they considered 
fragmentation would be a serious and major problem. The cable 
industry, however, considered that it would be either 
a minor problem or no problem at all. 


TABLE 1id 
FRAGMENTATION 
. Major Minor No No 

Source Problem Problem Problem Comment TOTAL 
Individual 0 2 D, 33 oa, 
Industry 

Cable 0 2 al 4 7 

Broadcasters an 0 ii 9 Zk 

Producers 0 1 0 15 16 

Carriers 0 0 0 3 3 

Combined 0 0 0 4 4 
Groups 

Public iI 0 0 le "3 

Commercial 1 1 p 18 Zi 

Government 1) 0 0 2 3 

Other 5 0 0 4 9 
pee ee eS ee re ee eee ee 
TOTAL 25 6 5 104 140 
SeoLeTOTAL  (niv— 140) teks 4 4 74 100 


% of COMMENT 
(na 36) 70 17 13 
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Siphoning Problems 


The matter of siphoning was addressed by 44 
submissions (TABLE 12). Eighty-two percent of these in- 
dicated that siphoning would be a problem while 18% did not 
consider it a problem. 


TABLE 12 


SIPHONING PROBLEMS 


PROBLEM NO COMMENT TOTAL 
Not a 
SOURCE Problem Problem 
Individual 3 4 30 BY 
Industry 
Cable uf 0 6 7 
Broadcasters 14 Ne 6 Zu 
Producers 3 a: 12 16 
Carriers 0 0 3 3 
Combined 0 gk 3 4 
Groups 
Public S 0 10 Ibs 
Commercial 7 1 19 24 
Government 0 0 8} 3! 
Others 5 0 4 9 
TOTAL 36 8 96 140 
% of TOTAL 
(n - 140) 26 6 68 100 
% of COMMENTS 
(n - 44) 82 18 


Broadcasters were nearly unanimous in stating that it 
would be a problem, while commercial and public interest 
groups also supported this view. 
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Of 21 submissions which discussed the possibility of 
regulation against siphoning, a large majority (17) stated 
that regulations were required while a minority (4) stated 
that they would not be required (TABLE 13). 


TABLE 13 


SIPHONING REGULATIONS 


REGULATIONS NO COMMENT TOTAL 
Not 
SOURCE Required Required 
Individual 3 ai 33 ou) 
Industry 
Cable 0 0 7 7 
Broadcasters a4 ch 13 Fadi 
Producers 0 2 14 16 
Carriers 0 0 3 3 
Combined 0 0 4 4 
Groups 
Public 0 4 9 13 
Commercial 0 2 25 2 
Government 0 0 3 3 
Others 0 1 8 9 
TOTAL 4 La? 119 140 
$20 SOTAL ne — 140) 43 Wy 85 100 
% of COMMENT 
(n.-, 21) 19 81 


Export Prospects 


There were 20 submissions which commented upon the 
export prospects for Canadian programming produced through 
revenues from the pay-television system (TABLE 14). An 
overwhelming number of these (18) indicated that the 
export of Canadian programming could be expected from pro- 
gramming produced from pay-television revenues. Producers 
particularly supported this proposition. Commercial and 
public groups also indicated that they expected Canadian 
program export might materialize from pay-television revenues. 
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TABLE 14 


EXPORT PROSPECTS 


NO 

SOURCE YES NO COMMENT TOTAL 
Individual 0 0 37 37 
Industry 

Cable 0 0 7 a 

Broadcasters 1 ik 19 ay 

Producers 6 0 10 16 

Carriers 1 0 2 3 

Combined a 0 3 4 
Groups 

Public 2 1 10 Ls 

Commercial 4 0 23 2 

Government } 0 2 3 

Other 2 0 fi 9 
TOTAL 18 2 120 140 
% of TOTAL 

(n - 140) is) fi 86 100 
% of COMMENT 

(nig= 52.0) 90 10 


Pay Television Test Period 


There were 21 submissions which discussed the issue of 
a test period for pay-television (TABLE 15). Of these 17 
(81%) indicated a test period would be essential or desirable 
while 4 (19%) indicated a test period was unnecessary or 
undesirable. 


The strongest support for a test period came from 
individuals (4) broadcasters (7) and public interest groups 
(2). 


Opposition to a test period was largely expressed by 
the cable industry (2). 
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TABLE 15 


PAY-TELEVISION TEST PERIOD BY SOURCE 


SOURCE YES NO NO COMMENT TOTAL 
Individual 4 0 33 oy 
Industry 

Cable il 2 4 7 

Broadcasters 7 al 13 21 

Producers 0 0 16 16 

Carrier if 0 2 3 

Combined 0 0 4 4 
Groups 

Public 2 0 11 13 

Commercial 1 af 25 ih 

Government 0 0 3 3 

Other 1 0 8 9 
TOTAL le? 4 119 140 
% OL TOTAL 

(n - 140) 1?) 3 85 100 
% of COMMENT 

(n - 21) 81 19 


Further Study on Pay-Television 


A total of 49 submissions addressed themselves to 
whether or not further study was needed on the whole question 
of pay-television (TABLE 16). Of these an overwhelmingly 
Majority of 46 (94%) indicated that such studies would be 
required to gain further understanding of whether, how and 
when pay television could best be introduced into Canadian 
society. Only 3 (6%) of those which expressed an opinion on 
this point indicated that no further study was required. 
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TABLE 16 
FURTHER STUDY NEEDED BY SOURCE 


FURTHER STUDY NEEDED 


SOURCE YES NO NO COMMENT TOTAL 
Individual 8 0 29 Sey 
Industry 

Cable An uf 5 t, 

Broadcasters 10 ih 10 21 

Producers 5 0 13: 16 

Carriers if 0 2 3 

Combined 0 0 4 4 
Groups 

Public 6 0 7 1 

Commercial 9 1 l/ 2Y 

Government 4 0 2 3 

Other 5 0 4 9 
TOTAL 46 3 91 140 
% of TOTAL 

(n - 140) 33 2 65 100 
% of COMMENT 

(n - 49) 94 6 


The need for further study was unanimously held by all 
those individuals and public interest groups, producers, 
carriers, governments and "other" groups which expressed an 
opinion on the matter. 


The broadcast industry which expressed i1tsS opinion was 
also nearly unanimous with 10 out of 11 expressing a need for 
further study. Similarly 9 out of 10 commercial groups 
indicated additional studies would be required. 


Of the 3 submissions which stated no further study was 
required one was from the cable industry, one from the broad- 
casting industry and one from a commercial group. 
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CHAPTER VI . CONCLUSION 
A Summary of the Submissions 


The 140 written submissions, together with supporting 
oral representations, at the June 213th, 1977 public hearing 
into pay television , elicited proposals , observations and 
suggestions from many representatives of the broadcasting, 
cable and production industries, and from many diverse public 
and private organizations and associations. 


The overwhelming majority of the representations were 
confined to an examination and exposition of the problems or 
opportunities which pay television's introduction might 
create for their specific industry, group or association. 

The vast majority of submissions did not attempt to deal with 
the full range of questions which are important to an 
understanding of the issues involved in the introduction of 
pay-television. Given the lack of experience and infor- 
mation on pay-television in Canada, this general lack of a 
comprehensive assessment of the possibilities and prospects 
for a pay-television system for Canada evident in all but a 
few submissions was not surprising. As a consequence, how- 
ever, the submissions received by the Commission generally 
lacked comprehensive information upon which final proposals 
could reasonably be constructed. 


Nevertheless, the submissions and representations at 
the public hearing made certain points evident: 


(1) A majority of submissions in which an opinion 
was expressed on the question of support for 
Or against the introduction of pay television, 
indicated strong opposition to its intro- 
duction—at. this ime. 


(2) The support for pay television's introduction 
was prominent in the cable television industry's 
collective representation. The P.T.N. proposal 
of the cable industry supported pay television's 
introduction suggestting that it would make a 
significant contribution to Canadian program 
production. 
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(3) Opposition to pay television was central to the 
recommendations in the submissions of the broad- 
casting industry and the public interest groups. 
Principal representatives of the broadcasting 
industry, including the CBC and the CTV Network, 
advised against the introduction of pay tele- 
vision on the grounds that it would not contri- 
bute to the objectives of the Broadcasting Act. 


(4) Proposals for, the organizational structure of «4 
pay television agency generally indicated a form 
consistent with the interest of the group making 
the proposal. The cable industry proposed cable 
industry control and the broadcasting industry 
proposed broadcasting industry control. Never- 
theless, mixed control was generally recommended 
and there was” significant support for the 
establishment of a public corporation. 


(5) A large majority indicated a need for Canadian 
content and siphoning requirements. 


(6) A significant majority of those expressing an 
opinion on the matter of pay television's 
impact on the broadcasting system indicated 
that the impact would be negative. 


(7) The majority of the submissions proposed a 
"pay-per-program" method of exhibition while 
a "subscription" system was preferred by cable 
representatives. 


The Commission was not, however, provided with statis- 
tical information on the public's reaction to pay television 
or information on the acceptability of these various methods 
of exhibition. 


The Commission therefore conducted a national survey 
in an attempt to gain an appreciation of the public's know- 
ledge and attitude, to pay-television. The survey was 
designed to assess the public's reaction to the three types 
of exhibition systems, subscription, pay-per-program, and 
universal. In addition, a principal objective of this sur- 
vey was to evaluate the demand for cable delivered pay- 
television dependent upon the method of exhibition and cost. 
The representative national survey sample was based on 
responses from 2,289 individuals all of whom were living in 
households capable of receiving cable television. 
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| , The following represents some of the significant 
findings of the survey: 


Two thirds of the respondents to the survey 
(64%) said that cable television was avail- 
able where they lived and of that percentage, 
some two thirds (66%) presently subscribe to 
cable. 


Relatively few Canadians surveyed were well 
informed about pay-television; only 6% had 
heard a great deal and 15% had heard some- 
thing about the service. On the other hand, 
38% had heard only a little and an equal 
proportion (38%) had heard nothing about pay- 
television. The remaining 3% did not respond. 


Respondents, who said they lived in areas where 

(. cable was available, were asked to choose among 
the three ways of paying for the extra service. 
First, the extra channel would be part of the 
regular cable service and all cable subscribers 
would pay a little more per month. This is the 
"universal" method. Second, the extra channel 
would be made available on a "Subscription" 
basis to cable subscribers who would elect to 
have it and only they would pay for it, but 
they would pay significantly more than under 
the universal option. A final option was the 
"Day-per-program" approach for subscribers who 
would elect to have it with a small fixed 
charge plus an additional fee per program 
watched. 


Of those who responded to this question the 
subscription payment system (35%) was preferred 
slightly to the pay-per-program option (31%) 

and both were considerably more popular than 

the universal option (12%) as exhibition methods. 


Respondents subscribing at present to cable 
were then asked to choose among the three ways 
of paying for the extra service and were asked 
to consider the likelihood of subscribing to 
pay-television given a cost of up to $2.50 more 
for “universal “2 a cost Of qbout,oo,00Lextra 
per month for subscription; and a fixed charge 
of $2.50 extra per month and between $1.50 and 
$5.00 for each attraction for pay-per-program. 
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Of those who responded to this question, 49% 
said it was likely they would continue to 
subscribe to cable; 14% said that it was likely 
they would subscribe to subscription pay; and 
18% said that it was likely they would 
subscribe to the pay-per-program option. 


The same question as above was asked of those 
surveyed who did not subscribe to cable but 
who could receive cable service. 22% of 

those potential new subscribers said it was 
likely they would subscribe to the "universal" 
option; 7% said it was likely they would 
subscribe to the subscription option; 6% 
indicated that it was likely they would 
subscribe to the pay-per-program option. 


The survey report analyses this basic 
information in terms of revenue and marketing 
potential given the three methods of exhibi- 
tion and it contains additional interesting 
yet tentative conclusions.* 


The results of the survey suggest that pay-television 
1s not considered "essential" for subscribers nor do they 
reveal a compelling demand for this potential new programming 
service. 


* Note 


The results of the Commission survey will be made available 
upon request. 


435.2 


The Submissions and the Broadcasting Act 


The commissioned survey provided a sampling of the 
public's perception and attitude to pay-television. The 
Survey results on the incidence of demand must be considered 
and assessed within the context of the dominant structural 
issues affecting pay-television. The single most dominant 
issue is whether pay-television can make a significant and 
positive contribution to the Canadian broadcasting system. 


The Broadcasting Act is unequivocal in its require- 
ment that the broadcasting system must be predominantly 
Canadian. Section 3(d) declares that the programming 
provided by the Canadian broadcasting system should be "of 
high standard, uSing predominantly Canadian creative and 
other resources". 


Most of the pay-television submissions received by 
the Commission contained proposals which in effect were not 
in conformity with this statutory requirement. These sub- 
missions were based on a pay-television service which 
distributed essentially United States feature motion pictures 
Shown in their entirety without commercial interruptions. 


Only a very few submissions proposed a Canadian 
program service or a program service devoted to Canadian mass 
appeal programming, and while some participants supported the 
introduction of Canadian content requirements, (including the 
Council of Canadian Filmmakers) notable, major, representa- 
tives of both the broadcasting (the CTV Network) and cable 
industries (P.T.N.) opposed Canadian content rules. The 
Canadian Cable Television Association concluded that pay- 
television subscribers would not subscribe to a pay service 
based on a Canadian content quota. 


Pay-television must be acceptable to a discerning 
public if it is to achieve commercial success. However, this 
commercial success cannot be achieved at the obvious expense 
of important broadcasting policy principles relating to the 
predominance of Canadian programming. 


In addition many of the proposals submitted to the 
Commission did not ensure that predominantly Canadian, 
financial or other resources would be used in the development 
of Canadian programming for pay-television. The proposal 
most favoured by representatives was the setting aside of a 
percentage of gross pay-television revenues for direct 
assistance to Canadian program production. The actual 
percentage proposed varied from the 15% proposed by P.T.N. 
and CTV to the 85% proposed by Global Communications. 
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The most generally accepted methods for delivery of 
the elective pay service was based on either monthly 
subscription or per program payment. The financial success 
of these exhibition forms of service 1S dependent upon 
providing appealing programming for which the public will 
pay. Canadian program production was to be supported by 
"Spin-off" revenues and 15% of gross revenues was recommended 
by the majority of those who submitted complete proposals. 


The Commission believes that the broadcasting objec- 
tives are not achieved if Canadian programming is merely 
tolerated and subsidized by a level of revenue almost univer- 
sally well below a predominant level. 


On the basis of the proposals submitted and heard at 
the public hearing the Commission has concluded that no 
Single proposal achieved an acceptable level of commitment to 
present broadcasting policy objectives and requirements. If 
the objectives of the Broadcasting Act are to be respected, 
pay-television must be a predominantly Canadian service. 


The CBC submission was of great assistance to the 
Commission in its deliberations and the compelling contri- 
bution of the Council of Canadian Filmmakers established 
Significant standards for future policy commitment. However 
the "universal" element in the Council's proposal requires 
a mandatory tax on all cable subscribers which is not 
Sanctioned by legislation. 


It is, therefore, the Commission's view that it is 
not possible on the basis of submissions and the Commission's 
further analysis to recommend the introduction of pay- 
television at this time. 
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CHAPTER VII 
Planning a Pay-Television Policy for Canada 


Although the Commission believes that the pressures 
for the introduction of pay-television in Canada should be 
resisted at this time, it is aware that this pressure will 
neither diminish nor abate. This is due in part to an 
awareness in Canada of the growing acceptance of pay- 
television in the United States and to the development of 
certain technological improvements which have had a consi- 
derable influence in reducing delivery costs. It is also due 
to the continuing pressure exerted by entrepreneurs in Canada 
and the United States who regard pay-television as a new and 
potentially profitable commercial enterprise, and who will, 
in all likelihood, continue to explore various innovative 
means for the establishment of some form of pay-television 
service. 


The Commission's analysis has clearly demonstrated 
that the issues of pay-television are complex and directly 
related to national broadcasting concerns. The need for the 
planning of a national policy on pay-television prior to its 
introduction, by government departments and agencies is 
therefore paramount. Only if planning iS carried out in 
advance can there be prior asSurances that the potential 
value of pay-television to the private and public elements of 
the broadcasting system will be realized. Accordingly the 
Commission has given further consideration to objectives and 
operational guidelines which should influence policy planning 
for the introduction of a future pay-television service. 


(1) Objectives for a Canadian Pay-Television Policy 


To remain in conformity with the statutory objectives 
for broadcasting outlined in the Broadcasting Act, the Commis- 
sion would recommend, as expressly reflecting section 3 policy 
requirements, the following set of objectives: 


1. Pay-television must provide a predominantly 
Canadian programming service of high quality. 


2. This programming service must maximize both 
the exhibition opportunities for Canadian 
programs and the proportion of pay-television 
revenue available to acquire and invest in 
Canadian programs. 


3. Pay-television must provide a programming 
service in Canada's two official languages. 
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4, Pay-television must be a national service with 
its extension throughout the country being 
consistent with its ability to remain 
predominantly Canadian. 


In order to achieve these objectives, the Commission 
proposes for consideration the following guidelines for any 
future Canadian pay-television service to be regulated and 
supervised by an independent public authority with a view to 
implementing the broadcasting policy enunciated in section 3 
of the Broadcasting Act. 


(2) Guidelines for Pay-Television 
A Single National Pay-Television Network 


It has been proposed that pay-television be 
introduced into Canada by individual licensed operators who 
would obtain their own programs, distribute them and arrange 
for their exhibition. These operators could be existing 
licensees or any other individual who wished to introduce a 
local pay-television service. These local operators would 
be in a position to produce an attractive programming 
package reflecting the specific interests of the community 
served. In addition a local operator could quickly change 
the programming format or marketing practices in response to 
his subscriber's requests. However, the licensing of 
numerous independent operators throughout Canada would risk 
unnecessarily the consolidated achievement of pay-television 
objectives. 


It is the Commission's view, for the following 
reasons, that a single national pay-television network 
should be established: 


1. A Single national network offers the maximum 
opportunity to generate and consolidate avail- 
able resources to acquire, invest in, commis-— 
sion, market and schedule Canadian produced 
programming. 


2. The single agency would be in a preferred 
position to acquire program material, especially 
United States programming, on the most advan- 
tageous of terms, because it will be negotiating 
for programming for a substantial national 
market without competition from alternative pay 
operations. 


3. The single agency should be able, with economies 
of scale, to limit the costs of administration, 
distribution, and marketing. 
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4, Themsangde agency should be able to guarantee 
national exhibition, access, and distribution 
for quality Canadian programming. 


5. The single agency should have sufficient 
resources to initiate and underwrite imaginative 
programming proposals; to risk capital on new 
and developing Canadian talent; and to adopt 
flexible means of remuneration for Canadian 
produced programming. 


6. The national agency should be in a most 
advantageous position to negotiate the best 
possible contractual terms with common carriers 
for the distribution, whether by satellite or 
microwave, Of pay programming. At the same time 
the network should be in a strengthened position 
to achieve advantageous contractual arrangements 
with local operators exhibiting pay-television. 


7. The national agency should be in a preferred 
position to offer programming for French- 
speaking audiences. It will also have the 
necessary flexibility and capability to 
recognize and respond to regional programming 
preferences. Similarly, the network could 
ensure the inclusion of international program- 
ming and could prepare English or French 
language versions by dubbing or sub-titling if 
required. 


8. The national agency should be directly respon- 
Sive to regulatory requirements to achieve 
national policy objectives. 


Ownership and Corporate Form 


In ‘order to*conform to the requirements of the 
Broadcasting Act, it iS evident that the pay-television 
network agency must be Canadian owned and controlled. 


The pay-television network agency could be 
incorporated in one of three basic forms. It could be a 
private company, a mixed corporation combining private and 
government interests (in the manner of Telesat Canada) or a 
Crown corporation. All three corporate forms could be 
established either by statute or by incorporation. The form 
of incorporation should not be the determining factor in 
selecting a corporate structure, but rather its ability to 
achieve the objectives should be the decisive factor. 
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In the Commission's view, a private company 
involving a wide range of relevant interests and capabi- 
lities is the corporate form most suitable to achieve the 
flexibility of response necessary to meet the objectives 
for pay-television established pursuant to the Broad- 
casting Act and to produce Canadian programming with 
domestic and international appeal. 


It was suggested in several submissions to the 
Commission that a Crown agency would be the preferred 
corporate form to ensure the commitment to national policy 
objectives. It has not been demonstrated, however, in the 
analysis, that there is any unique co-relation between 
government control or ownership and the significant 
achievement of national objectives. 


It was also suggested in representations to the 
Commission that the Board of Directors of any pay- 
television agency must be equally representative of all 
potential interests involved in a pay-television system, 
including representatives of the public, broadcasters, 
cable operators and the program production industry. It 
is the Commission's view that the Board of Directors 
should in fact represent the shareholders and it is 
understandable that private interests will require 
assurances through the majority of representation on the 
Board of Directors that their investments are protected. 
It does not follow, however, that in a private incorpo- 
ration the concern for this private investment will 
prejudice the company's overall commitment to pay- 
television objectives. While the majority of the 
Directors will represent investor interests, it should 
also be possible in a private incorporation to ensure that 
there are representatives on the Board reflecting the 
views of those contributing and involved in the develop- 
ment of a new national pay-television service. 


If private investors provide the initial capital 
or loan guarantees for the single national agency, then it 
is clear that those private investors will require a 
reasonable return on their invested capital. The 
acceptance of this reality has assisted the Commission in 
its conclusion that in principle a significant percentage 
of gross revenues should be allocated by the national 
agency for the achievement of programming objectives. A 
private agency faced with the financial implications of 
meeting mandatory content and revenue allocation require- 
ments will absorb these expenses as a cost of doing 
business or cease doing business. This dominant factor 
will impress on the private interests the necessity of a 
commercially successful programming operation requiring 
administrative efficiency, the reduction in operating 
expenditures, and heightened entrepreneurial initiative. 
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The Commission is of the view that these are 
compelling reasons to support a private national pay- 
television agency for the introduction of pay-television 
in Canada. 


Canadian Programming 


Those who commented on pay-television or proposed its 
immediate introduction indicated that pay-television would 
undoubtedly have to depend on foreign, especially United 
States programming. This new programming service, to remain 
in conformity with the Broadcasting Act, will, however, have 
to provide programming of "high standard, using predominantly 
Canadian creative and other resources". 


These demanding and competing requirements again 
illustrate the Canadian broadcasting dilemma. The private 
sector of the Canadian broadcasting system to a high degree 
depends on United States programming as the financial support 
basis for its Canadian programming. Compromises have had to 
be made within the Canadian system to meet requirements for 
Canadian programming. Not infrequently Canadian programming 
has been forced into and around the edges of prime time 
exposure. 


In the light of this, it is necessary to assess 
whether and how a pay-television system can ensure that the 
programming is: 


1%), Of high standardy 


2. uses predominantly Canadian creative resources; 
and, 


3. uses predominantly other Canadian resources. 


To ensure the predominance of Canadian creative and 
other resources, Canadian programming must be a main element. 
To assist in ensuring this predominance in quantifiable 
terms, it could be stipulated as a Canadian content rule that 
the majority of the programming should be Canadian, 
especially in prime time viewing hours. It is assumed that 
this minimum quantity requirement may create Canadian 
programming of high standard. 


Another potential requirement, again in quantifiable 
terms, could be a stipulation that a significant percentage 
of gross revenues, possibly together with a percentage of net 
profits, should be directly allocated to Canadian program 
production. Again these resource allocation requirements 
would be established in the expectation that programming of 
high standard may result. 
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Numerous other proposals were received complementing 
these requirements, including the use of an off-air pay 
system for exclusively Canadian programs; the combination of 
pay with a Canadian re-run channel; the provision of access 
time for Canadian producers who would gain all the financial 
returns for the exhibition; a sliding formula of payment on 
the price paid by the subscriber, rising upwards for a Cana- 
dian production. All these stipulations are quantifiable, 
again with an expectation of quality programming to follow. 


Experience would suggest that a combination of two 
principal factors maximizes the possibility of high quality 
Canadian programming; the availability of Significant 
resources intelligently managed, and the availability of 
prime time access for showcasing Canadian programs. 


For pay-television the Commission would recommend 
consideration of the following requirements to meet 
programming objectives: 


1, A Canadians contént rule.ofsaileast 50%. 
The Commission is also persuaded that the 
Same percentage for prime time scheduling to 
showcase Canadian productions should be 
instituted, probably on a monthly basis. 


The possible introduction of flexible Canadian 
content rules which would give higher credit 
for increased financial expenditures, a premium 
for the increased use of Canadian talent, 
scheduling preference and other indicia, must 
be seriously considered. 


2. At a minimum, regardless of the exhibition form 

* decided upon, 35% of gross revenues should be 
allocated to Canadian programming and the possi- 
bility of a percentage of net profit also 
allocated should not be discounted. The finan- 
cial support provided to Canadian programs 
should be governed by commercial indices, and 
subsidies should not be considered. 


A 35% allocation of gross revenues, together 
with the executive, management, technological 
and other resources involved, should ensure a 
predominance of Canadian resources. 


* Note: A Commission staff research paper concluded that 
at a minimum 30% of gross revenue should be avail- 
able for Canadian programming purposes. 
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-The Commission considers these as equitable, 


reasonable recommendations because the revenues 
received by the agency will stay with the pay- 
television network for reinvestment and the 
imagination and enterprise displayed in that 
reinvestment will ensure a continuous and 
Significant return on capital invested. 


There should be regulations for siphoning to 
exclude from pay schedules programming normally 
presented on conventional television. It is 
anticipated that on pay-television there will be 
a much greater concentration on the performing 
arts, theatre and musical presentations. 


It should be clearly established by contract or 
otherwise that what is made available as a Cana- 
dian program offering on pay should be offered 
for available off-air release after a reasonable 
period. The pay agency will receive substantial 
compensation for this release but the public at 
large should not long be denied the benefits of 
new creativity in Canadian programming. 


All commitments to Canadian content, Canadian 
resource allocation and other factors, should be 
contained within a promise of performance which 
will determine, in the final analysis, which 
consortium or interest will receive a network 
license for its pay-television proposal. 
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Distribution of Pay-Television Programming 


On the national level the means for the distribution 
of pay-television should be left to the agency's determina- 
tion. It will be the cost which will determine whether 
microwave, satellite or the bicycling of programs will be 
employed. 


It would seem highly desirable to fully explore the 
use of satellite channels for the distribution of pay 
programming, especially if such distribution is combined with 
a more universal and complete distribution of Canadian tele- 
vision signals to all areas of Canada. This is considered an 
essential pre-requisite. The use of satellite should also be 
considered because: 


1. The distance insensitive nature of the 
satellite provides a national signal 
avallabilaty./° This) could*bey particu- 
larly important for the distribution of 
French and English programming. 


2. It provides greater flexibility for 
changes in network configuration. 


3. It facilitates easier producer access 
from regional centers to a national 
distribution system. 


4. United States experience indicates that 
the use of the satellite for pay- 
television can represent the start of a 
new national distribution system which 
has great potential for a wide variety 
of program services. 


Local delivery of the pay service could be by 
over-the-air, cable, MATV, multi-point distribution systems, 
or any combination of these systems. 


The pay agency should determine the most appropriate 
method to be used based upon favourable contractual arrange- 
ments to be arrived at with the local exhibitor. There is no 
inherent and compelling reason why cable systems must be 
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chosen for the delivery of pay-television programming in 
every area to be served. If an exhibitor demonstrates that 
through other means a higher return from the service is 
achievable, then presumably that alternative method will be 
chosen Since 1t 1S incumbent upon the agency to maximize its 
revenues for Canadian programming purposes. 


The extent and pace at which there will be distribu- 
tion of the programming package to local exhibitors must be 
governed by two demanding requirements. It is important 
that as a Canadian programming service pay-television should 
be distributed nationally. At the same time its physical 
extension and expenditures on technical facilities should not 
be at the expense of a heightened valid contribution to the 
development of quality Canadian programming. 


A principal objective for pay recognizes that 
national extension must remain consistent with the predomi- 
nance of the Canadian programming. The attainment of these 
requirements must be left principally to the management of 
the network agency with accountability in the final analysis 
to regulatory authority. 


Exhibition 


It 1S anticipated that a contractual arrangement will 
be entered into between representatives of the network pay 
agency and the local exhibitor. In negotiating these con- 
tracts, the agency will be guided by commercial imperatives 
and the overriding objective to maximize revenues at the 
disposal of the agency for programming purposes. It is 
assumed that the local exhibitor will be fairly compensated 
for certain expenses including delivery charges, servicing 
and billing costs, administration, advertising of the 
programming, and, in addition, a reasonable profit on 
operations. 


It 1S conceivable that the agency would wish to 
explore other arrangements for exhibiting pay programming if 
itewill: improves its financial.capability.. The) possibility of 
the agency carrying out the entire pay service function, 
including exhibiting, while negotiating lease arrangements 
with cable operators for channel capacity, should not be 
foreclosed. This may be an unlikely eventuality but all 
possible exhibiting arrangements should be explored. At the 
same time the class of exhibitor should not be limited. It 
should be possible for any person, including an MATV 
operator, a cable operator, a broadcaster and an individual 
entrepreneur to compete as the local exhibitor of the 
pay-television programming service. 


It is envisaged that there should be an open and 
competitive system and there is no compelling reason why a 
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single exhibitor should have monopoly rights over any 
specific geographical area. It is recognized, however, that 
cable television, as a means of exhibition, may have a 
preferred negotiating position, but there is no fundamental 
reason why in every area cable should be the local exhibitor 
nor exclusively the exhibitor. The exhibition system which 
Maximizes the revenue return to the agency should be the 
controlling: factor: 


In addition, it should not be assumed that if a cable 
system is the local distributor that a subscriber must have 
to pay for conventional cable service in order to be able to 
obtain the pay programming. An open election should be 
available to a subscriber to choose the programming service 
avallable to him. 


Methods.of Exhabitaon 


As has been indicated, the pay-television signal can 
be brought to the subscriber's home by a variety of local 
distribution systems such as cable, over-the-air, and MATV. 
At the subscriber's home, the pay-television Signal can be 
controlled ina number of ways So aS to provide a range of 
different methods of program exhibition. The method of 
exhibition adopted determines how the subscriber pays for the 
programs. The method of exhibition also affects the 
potential levels of revenue and the operational aspects of 
the program exhibition process. 


To explore these issues, the Commission has 
considered three methods of exhibition. These are: 


a) Subscription pay-television 
b) Pay-per-program pay-television 
c) Universal pay-television 


In the subscription method the incoming signal is 
usually "scrambled" so that it is impossible for the viewer 
to obtain normal picture and sound reception unless a 
"descrambling" unit 1S used. The pay-television subscriber 
usually pays an initial fee for the "descrambler" plus an 
extra recurring fee for the ongoing program service. The 
subscription system fee is usually about $8.00 per month. If 
the service is delivered by cable this would be in addition 
to the regular cable rate. This system can be used with 
cable or over-the-air delivery systems. 


In the pay-per-program system the subscriber is able 
to select only those programs it decides to view. As with 
the subscription system there is usually an initial fee for 
the "descrambling" unit plus per program charges based on 
actual viewing. This system requires a very sophisticated 
home terminal, i.e. descrambler, which not only decodes the 
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Signal but also records what programs are watched and when. 
This information is then transferred to the billing system. 
This system can also be used with cable or over-the-air 
delivery systems. 


The universal system is not really a form of 
pay- television in that it is not an "optional" service like 
subscription or pay-per-program. In the universal system a 
special program service would be distributed to. all of the 
cable homes in Canada. Subscribers would then be required to 
accept an across-the-board rate increase to offset the cost 
of providing the service. 


The rate increase, around $2.00, would be relatively 
low when compared to the costs associated with the provision 
of other systems of pay-television. However, there is no 
choice for the cable subscriber who must receive the extra 
channel and pay the increased rate. 


An accompanying chart compares the three systems by 
examining some of their important characteristics. 


It 1S assumed that initially the pay-television 
exhibition system may be operated in a Subscription mode 
because this method is the least complex to introduce and 
operate. However, it will be necessary to design the 
exhibition system so that a transition can be effected 
between the subscription and pay-per-program methods as the 
pay-television system develops and matures. 


The universal system should be considered if 
governments conclude that by statute it should be mandatory 
for all cable subscribers to contribute to the financing of 
Canadian programming to ensure that Canadian objectives are 
achieved. 


NOTE 


. The Commission staff has undertaken extensive 
studies of the three pay-television exhibition 
systems. It should be emphasized that each of 
the background studies is based on a series of 
assumptions and that as a consequence the 
practical advantages and disadvantages of each 
system can only be verified by actual practical 
experience. 


- All of the above studies are available upon 
request. 


ybtH 


(AewoASsSNdS yora oO 
qunowe eTqetazea) xaTdwos 


Sox 


(ATeP-39YI-ASAO 
Ao eTqed) suodAAsAa OF 
eTqetTteae ATTeoTIJeAOAUL 


ws3SsAsS AL 

eTqes uo AO swoY UT papsau 

BOTASp pe zeotystudos Arzsj 

(TeutTwA9sQq AOF abaeyo 

ATyjzuow sntd) ussoyo weaboad 

aod AjTejzeutxorzdde 00°s OF OS°T 
ZSOMOT 

PeMeTA 9q OF wWeAboAd 

TENPTATpUuT Yoesd ssooyD 


3SaeybTH 


weizboirig rzaeg—-Aeg 


UBTH 
(ATuo 


sazeqtaosqns—Aed o4 
obaeud uo ppe) stduts 


Son 


(ATC-39YUR-ASAO AO SsTqeo) 
asuOCAASAS OF 9sTQe 

-[TtTeae ATTeSOTIAOSUL 
peqeotystydos ATAtejz 


fewou eptsyzno doap 
eTqeo e uO AO sWwOY UI 


DPeATSep St eo TAZSS2 IT 
yuquOW 29d_QTS 03 .8s 


wnTPpeOW 
Zou Ao abeyoed ayeq 


QO} sdTOYS ATYIUOW 


YBTH 


uotzdtaosqns 


3SAaMOT 


(butTTtq 
eTqeds oj abaeyo 


uO ppe) 


ON 


yseTdauts 


szeqtazaosqns 
eTqes oj ATuO 34nqG 
4‘sazeqtazosqns seTqeo 


TTe OF STqeTTeAy 


403ASAUOD 


eAzAtnbea Aew 


Azoyepuew ynq (UuzUOW 
Zodezse 2b -o) MOT 
ySeyudoty 


(saeqtaosqns eTqeo [Te 


azoz AAostTndwod ) 


MOT 


TeszaAtug 


SOOTAASS UOTSTAeTep,—-Aeg 


URPTPBURD STQTSSOg seAUL 


hay 


SUON 


peaztnbea usw 
-}SSAUT TeUOTIOUOIAg 


eAnpsdcoid bul{[[tq 


ATP-I9YUA-AVAO 
03 AITTQeydepy 


AVUPLGE LI exe 
Teuotyzen 


awoYy UT STeUTWAdY, 


ADMETA OF 4SOD 


uot zejuUseWberAzZ 
JO HYSTA SATIETIY 


AIMSTA 
TO;- SUOTAGO 


dn-312e3S JUsudtnbs 
AOJZ sqZSsOO TeRTded 


S102084 


*TetjJueIsqns st esnoy e HutyZoseuuod pue HutyAoauuodstp Jo ysoo ayy 

esneoseq uzaou0d. Jofew e ST uAnYyD “seg se YbTY se 229M UOTSTAeTaz-Aed Aol saqer 
uanyo Tenuue jJUSsdsA S|zeIsS paztuQ sy uL “*HuTAoW AO SOTAASS YRAIM UOTIOLISTRESSIP 
OF enp SsAzsqtazaosqns uotTstAsetez—Aed JO ABAOUANRZ JO TSAST YA SqeOTpPUT OF PaSN Wid], 


SUA UD 
ga ee eee eee 
butwwerzboiad 
3ZSaeyubty 97 eA9pOW ZSOMOT pezZtTTetosds 2z0j 
ss900e arTqeqoig 
sodUuseAZTeAd 
ABMATA SSePUW OQ 
qJsoaubty ybTH ZSOMOT AT}OeATpP puodsaz 
oj AVISS3.3aN 
(SASAANS USSTSTN pue soUusASTJeAd 
qZsoubty 23 e19poW wad Aq eTqeanseosu SUTWASZSpP Of 
, Teuueyo FO 9sn) sUuON AWMEeTA JO ARI TIdGW 
(JOeUUOCOSTpP 
oe AapOW ybtH eTqeo sTqtssod) suON wUANUD 
a eS Ee ee ee 
weiboirig Azag—-Aeg uotjdtazosqns TesAsATug S10}0eY 


a a ee ee eee eee eee 


SO9OTAASS UOTSTAeTay—Aeg 


UueTPeURD STQCISSOg seAUL 


-50- 


Regulation 


A complete analysis of the possible introduction of 
pay-television must include consideration of those regulatory 
policies required to achieve the designed objectives. Consi- 
deration should therefore be given to regulatory practice in 
the following areas, although comment in these areas should 
not be considered as an exhaustive description of all 
possible regulatory principles. 
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There would have to be regulatory constraints to 
preclude siphoning of certain programs. This is generally 
accepted. Canadians are entitled to a wide and free access 
to Canadian programming and regulatory provisions would be 
required to ensure continuance of that programming. 


Program siphoning will be difficult to define pre- 
cisely. If the programs presently available on conventional 
television could be categorized and if these programs were not 
subject to change over time, then presumably siphoning could 
be regarded as any movement of such programs from conventional 
television to pay-television. The difficulty is that the 
programming forms will evolve. In such circumstances a 
labyrinth of rules and regulations would be required to main- 
tain anti-Siphoning principles if all forms of programming 
were to be reserved for conventional television. 


It would appear that sophisticated limited anti- 
Siphoning measures will have to be developed. It iS more 
than likely that anti-siphoning controls will be required for 
live actuality programming possibly films and sports events. 


2. Fragmentation 


The addition of another entertainment programming ser- 
vice will lead undoubtedly to a reduction in the viewing of 
certain Canadian programs. Further fragmentation is inevita- 
ble but the extent of that fragmentation and the affect on 
available Canadian and United States programs is speculative. 
Such variables as the method of exhibition, scheduling, and 
Canadian content requirements will influence the fragmentation 
factor. 


Further fragmentation of presently available Canadian 
programming iS a cost that must be taken into account in 
balancing the benefits that are theoretically to be derived 
from the possible introduction of pay-television. No regu- 
latory policy can eliminate the fragmentation consequences. 
It must be judged whether the positive benefits of a new 
predominantly Canadian program service will offset this and 
other negative factors. 
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3. Canadian Content 


The Commission has previously commented on the 
necessity for the introduction of Canadian content regu- 
lations to ensure the realization of the predominance of 
Canadian programming uSing Canadian creative and other 
resources. 


There 1s every likelihood that present Canadian 
content rules would have to be adapted to meet the specific 
requirements of pay-television including an obligation to 
present Canadian programming over a more restrictive period 
of time and in prime time viewing hours for pay-television. 


The Commission has suggested that flexibility may be 
introduced into quantifiable rules to allow for increased 
credit for Canadian programs which require substantial 
financial investment; which engage a preponderance of 
Canadian talent; which commission Canadian performances; 
which guarantee foreign sales and other similar indices. 


4. Promise of Performance 


The Commission anticipates that if pay-television is 
to be introduced based on a single national network agency 
concept then it will be essential for the proponents of an 
agency structure to detail, ina promise of performance, 
operational provisions and guidelines. These detailed 
provisions, governing the programming activity of the agency, 
will be enforced as a condition of licence. 


The promise of performance should include specific 
details on the corporate structure and ownership of the 
agency; on the minimum percentage of gross revenue to be 
allocated exclusively to Canadian programming; on the 
percentage of net profits to supplement funding for Canadian 
programs; on the provisions for the establishment of 
programming in both official languages; and on all other 
details relevant to an operational response to achieving pay- 
television objectives. 


The promise of performance will be the most compel- 
ling factor to determine, in a competitive sense, which 
agency consortium is chosen to guarantee the achievement of 
policy objectives. 


5. Commercial Advertisements 


It is assumed that commercial advertising will not 
be permitted as part of the programming service. The pay- 
television operation will rely on subscriber fees for 
compensation. 
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6. Rate Regulation 


It 1S anticipated that certain operational aspects of 
the system may be subject to rate regulation. The lease fees 
charged to the network operator by a cable licensee could be 
rate regulated. It might be desirable to control the 
terminal lease fees to subscribers in the interest of provi- 
ding an equitable service cost to pay-television subscribers 
On the other hand, per program or subscription pay charges 
for the pay-television service may not be rate regulated 
Since it 1S important to allow these to be responsive to the 
market place. A further element of the service which might 
be subjected to rate regulation, in the interest of providing 
equitable exhibition opportunities, is the lease fee charged 
to independent producers by the network operator for program 
time. 


7. Licensing 


It 1S contemplated that the single national program 
agency would be licensed for network operations. In 
addition, those local exhibitors distributing pay-television 
On a conventional MATV or CATV system and those broadcasting 
pay-television over the air would be licensed under certain 
terms and conditions. 
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(3) Recommendations for Pay-Television 


These recommendations and observations are based on 
the valuable submissions received by the Commission, on 
studies carried out by the Commission, and on an examination 
of United States experience with various pay-television 
systems. The one common feature of these studies and 
submissions is that they are based on hypotheses, structured 
without benefit of any practical Canadian experience to 
aecesc to) theirevalidaity. 


The limited Canadian experience of pay-television in 
large metropolitan hotels, based predominantly on United 
States feature length films, is obviously not a sufficient or 
meaningful experiment on which to conclude that pay-television 
could or could not make a constructive and valuable contri- 
bution to the Canadian broadcasting system. 


In planning a national policy for pay-television, 
consideration should be given to the possibility of 
establishing pilot projects in selective representative market 
areas to test pay-television. These pilot projects should be 
so structured as to test many variables including: different 
corporate structures; Siphoning and fragmentation consequences; 
programming in different languages and the development of 
various program packages; alternative access arrangements for 
Canadian film producers; alternative distribution methods; the 
three principal methods of exhibition; Canadian content regu- 
lations; and subscriber demand and sensitivity to subscription 
rates. 


Obviously there are drawbacks to actual experiments. 
Evidence gained cannot be conclusive because not enough 
experiments can be conducted which could have both a large 
enough sample and test all combinations and permutations. 
However some invaluable information would be gained. 


Also it is arguable that experiments of this scale and 
nature cannot be terminated, especially if private capital has 
been invested. This is a valid concern, but the problem could 
be minimized if a public, non-profit organization were 
established to conduct each experiment and the automatic 
dissolution of the experiments was incorporated in the project 
description. 
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A more difficult problem with experiments, limited to 
certain market areas, is the problem of the "fixed cost" of 
programming. The production or exhibition cost of a feature 
film is essentially fixed regardless of the number of viewers 
watching. Experiments in small markets may be less effective 
in measuring the impact of pay-television on the production of 
Canadian feature length films. This may indicate that some 
experiments must take place in large markets. If this 1s so 
the importance of the organization licenced for experimentation 
is highlighted. 


On balance, experimentation is preferred. With the 
results it should be possible to judge and assess the extent to 
which a form of pay-television could be introduced into Canada 
capable of achieving national policy objectives. 


The objectives and operational requirements esta- 
blished for the introduction of pay-television are onerous. 
To establish a national pay-television system with a single 
national agency on the basis of a proposed promise of 
performance which may immediately require concessions to 
Sustain its operational activity, would be unacceptable. 


The examination of possible guidelines for the future 
introduction of pay-television in Canada reinforces the 
Commission's principal conclusion that -it would be premature 
and impossible to endorse the introduction of a national 
pay-television system at this time. 
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L'Association des consommateurs du Canada/Consumers 
Association of Canada 

Comparution conjointe de Council of Canadian Filmmakers (CCFM), 
Canadian Conference of the Arts, the Canadian Broadcasting 


League (CBL), the Canadian Film Television Producers Association, 


Selkirk Holdings Ltd., the Canadian Labour Congress (CLC) 

Conférence canadienne des arts/ Canadian Conference of the Arts (CCA) 
Canadian Association for Adult Education (CAAE) 

Inter-Church Communications 

Ligue de la radiodiffusion canadienne/Canadian Broadcasting 

League (LRC/CBL) 


Congrés du travail du Canada/Canadian Labour Congress (CTC/CLC) 
L'Association des artistes canadiens de la télévision et de la radio/ 
Association of Canadian Television and Radio Artists (AACTR/ACTRA) 
Association des propriétaires de cinéma du Québec et 

Canadian Motion Picture Theatre Owners 

Joint Broadcasting Committee of the Association of Canadian 
Advertisers and the Institute of Canadian Advertising 
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ANNEXE A 


Liste des représentants qui ont comparu en juin 1977 


a l'audience publique sur la télévision 4 péage, 
selon les auteurs des mémoires 


Auteurs des mémoires 


Particuliers - Liora Salter 
Industrie 
- Cablodiffuseurs - L'Association canadienne de télévision par cable/Canadian Cable 


Television Association (ACTC/CCTA) 


- RTP Le réseau de télévision 4 péage Ltée/PTN Pay-Television 
Network Ltd. 


- Radiodiffuseurs - Western Coded Television Ltd. 
- La Société Radio-Canada/Canadian Broadcasting Corporation 
- Té1é-Métropole 
- Canada's private television broadcasters (CTV) 
- L'Association canadienne des radiodiffuseurs/Canadian Association 
of Broadcasters (ACR/CAB) 
- Global Television Network 


- Producteurs —- Council of Canadian Filmmakers (CCFM) 
- Productions Mutuelles/Mutual Productions 
- Canadian Association of Motion Picture Producers 
= Quadrant Falms 


- Exploitants de - Trans-Canada Telephone System (TCTS) et Telesat Canada 
services de télé- - Bell Canada 
communications - CN/CP Telecommunications et Agra Industries 

- Mixte - Société d'Edition électronique, 


Cablevision Nationale/National Cablevision 
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TROIS SERVICES POSSIBLES 


DE TELEVISION A PEAGE AU CANADA 


Faccteurs Universel Par abonnement Par 6émission 
Facturation Trés simple (sur la Simple (factura- Compliquée (le 
facture du cable) tion uniquement montant est diffé- 
aux abonnés de rent pour chaque 
la TVP) client) 
Investissements Trés faibles Elevés Elevés 
nécessaires 


POUR! a promotion 


* Taux de Aucun (débranche- Elevé Moyen 
roulement ment possible du 
cable) 
Possibilités Aucune (utilisation Moyennes Trés @6élevées 
offertes au du canal mesurable 
téléspectateur par BBM et enquétes 
Nielson) 
Nécessité de Trés faible Elevée Trés 6élevée 


répondre directe- 
ment a la préfé- 
rence des 
téléspectateurs 
Accés probable 4a Trés faible Moyen Trés @élevé 
la programmation 


spécialisée 


= = 


* Taux de Terme servant a préciser le taux de roulement des abonnés 4 la 
roulement: télévision a péage cessant leur abonnement parce qu‘ils sont 
mécontents du service ou qu'ils déménagent. Aux Etats-Unis, les 
derniers taux de roulement annuels pour la télévision 4 péage sont 
aussi @levés que 83%; cette question est trés importante car les 


frais de branchement et de débranchement sont relativement élevés. 


Facteurs 


Cofits du capital 
pour le matériel 
de départ 


Ghorx du 
téléspectateur 


Risque relatif 
de fragmentation 


Cott pour le 
téléspectateur 


Terminal au foyer 


Offert a travers 
le pays 


Possibiliteé de 
l'adapter aux 
Ondes hertziennes. 
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TROIS SERVICES POSSIBLES 


DE TELEVISION A PEAGE AU CANADA 


Universel 


Faibles 


Aucun (obligatoire 
pour tous les 
abonnés au cable) 


Faible ($2 par mois) 
mais obligatoire 


Un convertisseur peut 
6tre nécessaire 


Accessible excluSive- 


ment a tous les 
abonnés au cable 


Non 


Par abonnement 


Elevés 


Possibilité de 
choisir tous 
les mois 


Moyen 


$8 a $10 par mois 
Si l'on opte pour 
le service 


Au foyer ou par 
cable a l'exté- 
rieur du domicile; 
assez compliqué 


En principe, pour 
tout le monde 
(cable ou ondes 
hertziennes. 


Oul 


Par @6mission 


Possibi lite de 
choisir chaque 
émission 


Trés faible 


Enivirrorr+ol ..50-a “$5 
par 6émission (plus 
location mensuelle 
du terminal) 


Appareil trés compli- 
qué a la maison ou 
sur le systéme de 
cable 


En principe pour tout 


le monde (cable ou 
ondes hertziennes). 


Oul 
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